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INTRODUCTION 


Are you having problems in keeping your 
officeyor«clericalystatf? 


Did wouvand Icouncils haves ditfacuiry 
deciding on an appropriate salary the last 
time you hired a new employee? 


Do the clerical staff complain among them- 
selves about how much they are getting 
paid? 


Does your council resist your attempts to 
raise the rates of pay of your employees? 


Do some of the staff feel that others are 
overpaid? 


DO you review the rates of pay of your 
office employees only when you absolutely 
have to? 


Do you feel uncomfortable when you are 
dealing with the salaries of your employees? 


If the answer to any one of these questions 
is "yes", then it is possible that you have 
a pay /problemeintyour =municipalaty. If 

you have trouble hiring, it may mean that 
VYOur Nitang. races are to0O low; if vou have 
trouble keeping staff, it may mean that 

the salaries you pay are out of line or 
that the municipality needs a better policy 
LO aadminister tne pay OL Tes pempiovyees. If 
council is generally not receptive to your 
recommendations for salary increases, it 
may mean that you need a better system or 
procedure for administering the pay of your 
office employees. 


This bulletin will take a look at some of 
the more common problems in pay administra- 
tion that are experienced by municipalities 
in the Province of Ontario. It will show 
how these problems can be overcome, and how 
YOU Can bulla a rationas pay Structure 
through which your office employees can be 
compensated in a regular and systematic 


fashion. «Lt will”show how to accomplish 
the three R's of pay administration - to 
recruit, retain and reward - in a fair and 


equitable manner. 


There is one warning that should be given 
right at the outset. There is a. possibility 
that you will discover some not-so-pleasant 
facts when you analyze the pay situation in 
your municipality. For example, you may 
discover that a favourite senior employee 
is. really paid tooemuch for ithe gob he or 
she is doing. And you will have to make 

the difficult choice between continuing to 
pay too much or bringing the rate of pay 
into line with others. In this instance, 
each alternative is not pleasant. It is 

not the intention here to discourage you 
from looking at your pay situation -- it 

is merely to caution you so that you won't 
be too surprised further down the road. 
Remember that the objective of the exercise 
is not necessarily to change rates of pay -- 
it is to make sure that everybody is paid 
Lauri ys 


This bulletin introduces an approach that 

is a little different from what we have used 
in the past. Here, we will be using an 
actual case from a small Ontario municipality 
that recently completed a project to design 
and implement a more realistic pay structure. 
By using this process, we hope to show you 
how you can take similar action, with equal 
success, in: your °municipality. 


OBJECTIVES 


Employees have an impact on all phases of 

a MUNTCA pality. Ss. Operacionss. Wihis' impact 
Can. be. positive, orm negative,,.tavourable or 
unfavourable. It is more likely to be 
positive and favourable if there is a 
realistic policy for.dealing.with a subject 
very dear to their hearts -- their salaries. 
This can be accomplished by developing a 
practical procedure for establishing rates 
of pay and a proper pay structure. 


Perhaps the most important resource that a 
municipality has is the people that it 
employs. For some reason, however, the 
employees are seldom treated as the very 
important assets that they are -- and this 
is by no means unique to municipalities; 
Lie lSmcoOmnOleLOsdil OrgGatmaecLons., -. FOr 
example, most municipalities have a formal 
policy. or procedure to deal with purchasing 
materials but nothing to deal with paying 
their employees. 


Most municipalities do have a pay structure, 
but it is likely one that has evolved over 
the years without a deliberate, planned 
approach and has possibly magnified any 
mistakes that were made along the way. It 
is .very mucieai«lhlOrma., pay structure, and 
Che -“Untorcunace thing Je thateat often, has 
the opposite effect from that which a pay 
structure should have. Here are some of the 
ObJeCtives-that a good pay plan.Ccan be 
expected to accomplish. 


1. The pay structure should help a munici- 
pality to hire new employees -- not 
BDitiger Veo. does tis) Dye DLOVIai ng 
a hiring rate that is reasonable in the 
community relative to rates paid by other 
employers. 


2. ot, snould[ provide almethod that you can 
use to reward employees for good service 
over the years. An effective pay 
structure will permit an employee's 
Salary to be reviewed regularly and 
individually -- with increases where 
justified by performance. 


3. The pay structure will make sure that 
rates of pay in general are sucn that 
employees are not likely to resign for 
reasons of pay alone. It does this by 
ensuring that pay rates are competitive 
with those of other employers in the 
community and the surrounding area. 


4. It will make sure that all employees are 
treated according to the same guidelines 
when it comes to pay. Thus, a valid pay 
structure will help to eliminate 
favouritism and bias. 


in addition to the? foregoing, “ayrealistic 
pay structure will also provide a means of 
ensuring that pay rates are always up-to- 
date; “it Wdoes*@ th isc ty wprOvuLadinge. On) a 
regular time and method of reviewing the 
StCructuresana rates. lc sim 1igees the 

job of administering pay because everything 
is“lard’ down. in®avproper procedure. peat 
provides a means of controlling costs; 
costs of any kind are always easier to 
control using a policy than they are by 
using a system that does not really have 
any limits or guidelines. Finally, by 
accomplishing allt» of the, foregoing, thespay 
structure will help to keep staff morale 
high,~~ And when Staff morale is High, 1t 
means happier, more productive workers. 


THE FACTS OF: THE CASE 


The following are the particulars of the 
people and the jobs that will be used in 
the case. The situation and the figures 
given are real, but we have used fictitious 
names for the actual people involved. The 
municipality is a township having a popula- 
tion of approximately 5,000. There are a 
total of 28 employees of the municipality. 
Thirteen of these are the office clerical 
employees that are described below. The 
other 15 are department heads, managers and 
outside workerstwhotaresnotiinciuded in the 
case. 


Betty Atkins is the Secretary-Receptionist 
and has been employed by the municipality 
for tengmontise> Thisitpdspitonsistasjunior 
one; sandnais used’ forstraunringenew iemployees. 
Her salary is now $7,833 per year. 


FPranaJarnvis siscansO0ffice eClerk.isShe has 
been employed here for two years and three 
months. This position is also a junior one 
used for training purposes. Her annual 
salary @is#alsoe$7/833:; 


Pat Fisher,is the Secretary for the planning 
function and her length of employment with 
the township is 'fivenyears.. Her sahary is 
currently “Sony TSea5e 


Christine McKenzie is the Accounts Payable 
and Billing Clerk. She has been employed 
by the -municipalityetomithree sand yashalt 
years. She also acts as Secretary to the 
Treasurer. Her salary is $9,025 per year. 


Denise Hogan is the Accounts Receivable Clerk. 
She has 15 months service with the municipality. 
Her present salary is $9,225 per yéar. 


John MacAulay is the Roads Clerk/Stockkeeper. 
He is also Secretary to the Public Works 
Committee and Radio Dispatcher. He has been 
with -the municipality for one vyear,and (eight 
months. His salary is currently $97 519, per 
year. 


Doreen Taylor is also a Roads Clerk and Radio 
Operator. She has just over four years 
experience with the municipality. Her salary 
15 Owe ll 20) >. DU DpeL Wear. 


Edith Roberts is the Secretary to the Clerk 
and Mayor. She has a great many additional 
duties and, in fact, functions pretty much 
as an assistant to the Clerk. She has eight 
years service, and her salary is $10,600 

per year. 


Barbara Brown is the municipality's Payroll 
Clerk. She also attends the public at the 
counter and types some correspondence for 
the Treasurer. She has been employed here 
for almost seven years. Her salary is 
$10,657.50 per year. 


Ethel Stanford is the Property Clerk. She 
has eight years service with the municipality. 
Herecurrent#salary is (54076577508 


Irene Williamson is the Accounts Receivable 
Clerkwiorwthestreasurer. \-Shereis also 
responsible for#Tax Collection: She has a 
total ‘o£ nine years experience and is 
presently earning $10,972.50 per year. 


Susan Barnes is the Accounts Clerk in the 
Treasurer's Department. She is responsible 
for the bookkeeping work. She has been 
employed by the municipality for ten years. 
Her’ annual salary @is eSU2,686.50. 


Heather Buckley is the Planning Clerk. She 
has been working here for seven years. Her 
rate lof pay. tis now $11,636 550% 


Eleven of these 13 staff work in the same 
general office area, although they report 
to different people. The two Road Clerks 
work in another building. 


Tf:we- list the foregoing information, it 
looks Tike: this: 


NAME 


Betty Atkins 


Fran Jarvis 
Pat Fisher 


Chris McKenzie 


Denise Hogan 


John MacAulay 


Doreen Taylor 
Edith Roberts 
Barbara Brown 
Ethel Stanford 


Irene Williamson 


Susan Barnes 


Heather Buckley 


In accordance with past. practice, 


POSITION 


Secretary= 
Recep Lonits 


Office Clerk 
secretary 
Accounts Payable 
and Billing 
Clerk 

Accounts 
Receivable 


Clerk 


Roads Clerk/ 
Stockkeeper 


Roads” Clerk 
SeECEre cary 
Payroll Clerk 
Property .Cierk 
Accounts 
Receivable 
Clerk 


Accounts “Clerk 


Planning Clerk 
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salary is raised once a year, 


January lst. 
increase, 


Last year, 


EXPERIENCE 

10 mos. 
yrs 3 mos. 
vies. 
Yrs; on6 mos. 
Vue 3) MOS 
ee 8 mos. 
yrs. 
yrs. 
yrs. 
yrs. 
vuSs: 
yrs. 
yrs. 


| 


effective on 


everyone got a 7% 
largely because the unionized 


employees received 8% and two small local 
industries gave a 7% increase to their 


non-union employees. 


Tt took the, Adminis- 


tration Committee ,of Council three ,long 
meetings to agree on a recommendation for 


oe) 
Oy 


most.of the debate being about 


individual perceptions of the quality of 
the work of each employee. 


concluded that, 
"economic" 
the-board to everyone, 


an 


They finally 
since this was meant tobe 
increaseé.to be granted across-— 
it was not the time 


to make distinctions among individuals on 


Start; 


and the recommendation was approved. 


SALARY 


Sia pos 


eh oe 
8, ti 


97025 


oy aaa 


OG ere 


PO ia 
10,600 
LOG ow 
107.657 


LO oe 


11686 


11,686 


everybody's 


This did not, however, solve the problems 
that had become evident during the 
discussions. Councillors and senior staff 
had some specific concerns about office 
staff as well as some salary and organization 
questions that had to be answered. For 
example, everybody liked Betty, the 
Receptionist. She had been there less than 
one year, but she was very bright and was 
obliging? and helpful to.other, stafr.. Tf 
seemed to be a popular idea to recognize 

her in some way that everybody, particularly 
her co-workers, would see as.fair. 


Another problem centered around Edith Roberts, 
the Clerk's Secretary. She was an invaluable 
asset to the municipality, but she was 
threatening to.quit.- The reason,for-her 
dissatisfaction was her feeling that she was 
not being paid fairly in relation to Susan 
Barnes, the Accounts Clerk and Heather 
Buckley, the Planning Clerk. There was 
certaanly some agreement with herepoint.of 
view, but how to do something about it 
without being completely arbitrary and 
perhaps creating other problems, was another 
question. Finally, Edith made a written 
complarnt ito Council, andwthis really —-brougie 
MabeLers <O a head. 


As a result, Council requested the senior 
staff to examine the salaries of all thirteen 
office staff and to come up with a scheme 
that would solve the problems they found. [In 
the words of the resolution, the task was to 
come up with "a method by which office staff 
salaries could be made rational and fair and 
their salary treatment automatic". 


WHAT TO DO 


All of a sudden, the Clerk and the Treasurer 
had quite a job on their hands. Neither one 
Was an expert’ in salary matters, but both 
had had to react to several salary problems 
over the years. The situation they now 
faced, however, was a little different. 

They were being asked to examine the whole 
area of office salaries, not just an isolated 
incident. They decided that the first step 
should be to describe just what it was they 
wanted the salary review to achieve. The 
following are the objectives they laid down 
for themselves. 


First of all, the present problems had to 
be resolved. Was Edith Roberts correct in 
her belief that the work she was doing was 
worth as much to the municipality as the 
work of Susan Barnes and Heather Buckley? 
Following a great deal of discussion of 
this question, the answer seemed to be to 
make a distinction between different levels 
of work, if there were, in fact, different 
levels of job difficulty in the organization. 
If different levels of work could be 
identified, it would help to solve the 
present problem, and also avoid potential 
problems of a similar nature in the future. 
One objective of the exercise, therefore, 
was to determine whether different job 
levels could be identified, how many such 
levels there were, and to describe these 
levels. 


There were also some other inconsistencies 
in the salaries being paid. These were not 
magoraproblems, -butepuzabing, tittle 
differences that did not seem to make much 
sense. For example, was there a valid 
reason why Chris McKenzie made $200 less 
than Denise Hogan, yet had been there for 
almost two years longer? Was the fact that 
there was a difference of two years in 
length of service enough reason to justify 
the $800 difference in salary between the 
two Roads Clerks, John MacAulay and Doreen 
Pavyiore The jobs, are virtually the same 
and are in the same office. Why does Pat 
Fisher earn less than Chris McKenzie when 
she has more experience? 
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The reasons for these apparent 
inconsistencies were not easily seen, 

but they had to be either explained or 
corrected. It seemed to be fair to 
recognize the worth of on-the-job 
experience in some way, but in a way that 
was consistent and fair, not haphazard and 
prejudiced. Some preliminary research 

had indicated that salary ranges were used 
by many employers to accomplish just that 
objective. Thus, the second objective 
became to determine whether a system of 
salary ranges would solve the problems 
being experienced, and to develop salary 
ranges that would be appropriate for use by 
the municipality. 


The small amount of preliminary research 
that had been done at this time had 
revealed that there was a large variety of 
sensible and practical solutions that could 
be applied to the situation in the 
municipality. To introduce these solutions 
on a wholesale basis could result in 
signiticant extra costs for the imunicipality 
and, in other instances, reductions in the 
rates of pay of some staff. Neither of 
these possibilities would be acceptable. 
Therefore, the third objective became to 
ensure that any new pay system would not 
result in decreasing the pay of any 
employee and that any increased costs 
resulting from implementation of a new 
system would be as small as possible. 


zi 


WHAT WAS DONE 


b« Describing the Jobs 


Earlier in this bulletin, the point.was 
made that.a realistic pay structure would 
help a municipality to ensure that its 
rates of pay are competitive with rates 
paid.by .other -employers. ,.In.order.to, be 
competitive, it is necessary first to 
compare rates with other employers. And 
rates cannot be compared alone -- that 
would be meaningless. The jobs themselves 
must also be compared. 


It is a common mistake in this process to 
exchange this vital information on the 
basis, offjobetstlesaione as} This ois a 
dangerous practice. The same job title 
Gan mean quite a different thing to each 
of the two employers exchanging the 
aneormationavel tu. jsechevaccual content .of 
the job that is important -- not the title. 


It was also necessary for the municipality 
toxget va sqood.«fixs,onajust.exactly,what was 
involved. .in»each job. Although »the Clerk 
and Treasurer knew, or thought they knew, 
what all thirteen people were doing, they 
admitted that they might overlook some 
aspects of some jobs when it came to 
judging and evaluating all of them at the 
same time. They also thought it would be 
a good idea to have the staff involved in 
theaprocess,;jsoathatethey,: wouldsnot,feel 
threatened by what could be seen as 
another secretive, mysterious, management 
plot. Thus, the employees themselves would 
have a hand in the project and feel that 
they .were eparnt..oE dit. ~;Thesproject would 
stand a much greater chance of success. 


Finally,.inmore general terms, it.was.an 
ideal opportunity to get up-to-date job 
descriptions. The employees were simply 
asked to describe their own jobs in their 
own words and in whatever format was most 
comfortable for them. 


beseribing thesiobs ,xthenysisatherfirst 
step in establishing a pay structure. A 
previous bulletin, No. 35 - "Job 
Descriptions: Make Them Simple And Useful" 


we 


describes the process in some detail. 
Municipalities should find it helpful in 
preparing their own job descriptions. Once 
reasonable descriptions of all jobs are 
available, the next step can be approached 
with confidence. 


2. Separating The Levels 


It almost goes without saying that, while 
most jobs are different, especially in 
smaller organizations, they should not all 
be paid a different rate. For example, it 
would be foolish to suggest that each of 
the many thousands of employees of the 
Province of Ontario should be paid at a 
different rate. But it would be egually 
foolish to suggest that they all be paid 
at the same rate. 


Having described the jobs, the next step 
was to go through a process of evaluation 
to help determine which jobs should be 

paid the same rate. There were thirteen 
clerical jobs in the municipality and there 
were ten different pay rates for these jobs. 
But, aS indicated above, it was not realis- 
tic to think that there were ten different 
levels of yob-difficulty. ‘Surely "some jobs, 
although different in the type of work, were 
equally difficult and thus worth the same 
to the municipality. 


The challenge, then, was to see how the jobs 
might be’ grouped “together? sokach group of 
jobs would represent a level of difficulty, 
responsibility and skill in such a manner 
that -the *diiferencestrom-one level to the 
next could be easily recognized -- by 
everyone. In other words, jobs that were 

of virtually the same worth or value to 

the municipality would be in the same group. 


There was nothing really complex or scien- 
tYEVe about -this "part -oPCEenGtexereise. It 
was basically an exercise in ranking based 
On #theVyob"deserrptrones “thatenadvbeen 
prepared and on the now valid understandings 
of the jobs that were held by the Clerk and 
Treasurer. The process went something like: 
-- "Job A*does work of about the same 
diftrculty*as-gobs -BfandSCFgobSbuis more 
conp Fex"and "rs'+more-lLike°seb “E™reand:-sovan. 
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As a result of this exercise, the thirteen 
jobs fell into only three levels. And 
there were justifying reasons. As the 
merits of each of the jobs were being 
discussed, certain features kept coming to 
the surface. One of these features was 
decision-making. Some jobs did not 
involve making any decisions. Others made 
rather simple decisions, such as deciding 
whether something was right or wrong, or 
to which category it belonged; once this 
decision had been made, an established 
procedure could be followed. Still other 
jobs were involved in making judgements 
about aevariety.ofL.circumstances or.in 
dealing with more complicated issues when 
there are no established rules to follow. 
Thus, it had become obvious that the type 
of decision-making required in the job was 
a primary factor sin identifying -j0b,levels. 


Another feature that became evident was 
the knowledge that a person would require 
in order to be able to handle the job in 

a satisfactory manner. At one end, this 
amounted to a requirement for common sense 
together with the ability to follow guide- 
lines that were reasonably straightforward. 
Jobs at the middle level required an 
ability to follow a large number of 
different types of rules and procedures. 
At the other end of the scale, a fairly 
broad knowledge of the municipality and 
the services provided was necessary in 
order to judge certain situations. 


Other factors that emerged as being 
important in differentiating between levels 
were the possibility and likely results of 
making errors, and the responsibility for 
dealing with the public, including the 
nature of the contact and the type of 
person contacted. 


(There. are, in additionuto «the, foregoing, 

some very formal systems of job evaluation 
that are quite sophisticated and highly 
complex » but ybhey ane:.only. feasiblejin tharge 
onganizgations., They: ane anappropr iaites and fan 
too expensive for smaller organizations. The 
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evaluation system in a small municipality 
should be simple, straightforward and 
informal. It should never be seen as being 
inflexible or absolutely final. Most 
important, it should reflect the munici- 
pality's own system of values. It should 
reflect the way in which the municipality 
sees the jobs in terms of their worth 
relative to one another.) 
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The three levels that resulted from this analysis were 
described by the township as shown below. 


FACLORD Op oo CONSTUERED IN 
EVALUATING OFFICE SUPPORT JOBS 


Level l 


Work involves providing factual information in person, by 
telephone or by standard form letter. Misinformation may 
be readily corrected or may result in some embarrassment 
to senior staff or inconvenience to the public. 


Supervision is provided and advice is given where judge- 
ment must be exercised. 


Knowledge of general office procedure is required. 


Level 2 


Work is carried out independently and generally involves 
carrying a process through to completion. Such processes 
may involve assessing information for completeness and 
comparing information against standards for compliance or 
eligibility; maintaining records and files; exercising 
judgement in instances where information does not conform 
to normal requirements. 


Erpons; Mayeresultyan: compbai ners. teomsentior’staff or council, 
delays in obtaining approvals, over or under payment of 
funds. 


Knowledge of municipal functions and processes, of 
provincial legislation, local by-laws is normally 
required. 


Level 3 


Work is characterized by a high level of independence and 
entails the carrying out of more than one process from 
start €> finish. 


Decisions are made when assessing situations to determine 
appropriarve action inj light, of avavlable alternatives an 
matters of importance either to members of the public or 
to ;councs.. 


Thorough knowledge of procedures, regulations, past 
practices, edtsiation ana its wnterpretacion ina 
particular area is necessary to the degree where senior 
staff and council will often request advice. 


Errors may, therefore, result in faulty actions on the 
part of senior staff and council. 
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23 Seeing How The Jobs Fall 


4. 


When the foregoing standard was applied to 
the jobs in the township, a simple diagram 
was prepared to show how the jobs, the 
incumbents and the salaries fit into a 
three-level structure. The diagram is 
reproduced on the following page. 


Something that was mentioned earlier is 
illustrated very nicely in the diagram, 

and that is the danger of using job titles 
without accompanying job descriptions. For 
example, Level 2 and Level 3 both contain 

a position entitled Secretary. The 

GLE ESCTENCGI S Lhe SeCLe ca ny ea nme vels 2 is 
a secretary in the normal sense of the 
word, while the Secretary in Level 3 has 
much more responsible work in that she 

acts “as ancassistant to itheoClerktin 
addition to secretarial duties. fThis 
emphasizes the importance of using job 
descriptions and the danger of using titles 
alone. 


Deciding What Improvements Could Be Made 


Havingrta ‘picture of awhat the situation 
really looked like, the next steps involved 
determining how rational the structure in 
fact was, and how it could be made more 
rational and have as many as possible of 
the desirable qualities of good pay 
structures while causing as little 
disruption as possible to existing salaries 
and. salarycrelationships..eithis 4process, 
designing the pay structure, takes into 
consideration several features that must 
reflect the philosophy and policies of the 
employer. The design of the pay structure 
required careful consideration of the 
objectives the municinvality wanted to 
achieve. The following were the things 
that were considered. 


me, © -Pne tii reng Rate 


The Whiting rate jis the first feature ofthe 
pay structure that should be considered. 
(The hiring rate is the rate that is paid 
for inexperienced help for the most junior 
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position’ in’ the municipality, usually a 
recent graduate of high school.) A 
municipality has an unspoken obligation to 
establish».a: hiringwrate, that tsrtair ato: the 
community. The rate must not be too high 
On too iow, forupolitical<as iwelleas 
practical reasons -- the municipality should 
not be seen as either overpaying or under- 
paying its employees. The hiring rate 
should be fair and reasonable to the person 
that is being hired and to other employees, 
especially those who have been hired 
recently. .lfithere.ws -<asunion sor iother 
employees of the municipality, the hiring 
rate should not create problems relative 

to union rates of pay. 


In our case, one employee had been hired 
within the past year at a rate of $7,500. 
(since increased to $7,833.) without sany 
reaLidifficulty.. This Fate) was completely 
satisfactory to the employee. Information 
obtained concerning rates of pay paid by 
other employers confirmed that this figure 
($7,833.) was quite reasonable and was 
acceptable in the community asla hiring 
rate. Thus it had been determined that 
there was, at least, one valid feature 
about. thet munieipoads tytise pay) practices; —= 
the hiring rate. 


This seemed to be a very good starting point 
from which to build the remainder of the.pay 
structure. It was also decided that this 
was the rate at which, in the future, 
inexperienced applicants would be hired. 
(N.B. Establishing a hiring rate does not 
mean evervone mustsbe hired attthal mate. 
Applicants with experience, for instance, 
should be hired at higher rates -- so long 
asvthe rate wos noth unfair welative: torre 
rates of existing employees.) 


B. Salary Ranges and Increases 


The next question to consider was the size 
of the, salary,canges for each devel. The 
salary ranges had. to be big enough to do 
two things; include all existing rates of 
pay, and allow for "merit" increases. As 
far as. existing rates of pay» were concerned, 
the salary range for level 1 had only to 
include the two ositions at S7,/333.- aie 
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range for level 2 had to include positions 
beings pai defrom: $87.63 5suprtoss10,973". ° And 
for level 3, the range had to include 
positions4frem $105600sto4si1,687; 


The second consideration, as mentioned 
above, was increases. The concern was not 
for the kind of increases that are given 
at the same time to everyone, because of 
economic (cost-of-living) factors or 
because the union just got an increase. 
The concern was for increases that are 
granted individually to recognize each 
person's performance or merit. The size 
of such an increase was felt to be very 
important. In order to have any impact, 
a salary increase must mean something to 
the employee -- it must have a noticeable 
effect on the pay chegue. .If an increase 
is only a token gesture, it will likely 
not have the desired effect of rewarding 
and motivating the employee. Experience 
has shown that increases must be about 5% 
Or more if they are to be meaningful, 

and most organizations, including munici- 
palities, that do have formal pay programs 
give increases of this size. 


In addition, experience has also shown that 
these increases should be available to 
employees for a period of four to five years. 
This allows increases to be given all the 
time the employee is growing with the job, 
buteitjals@;recognazes thatsitymust end 
somewhere; increases cannot just go on and 
on forever. The municipality would not be 
ablesto afford ate, Aften considering all 

of this information, the municipality 
decidedthat,, for itsacircumstances; it 
would be best to provide salary ranges that 
would permit increases of five percent to be 
given once a year for four years. This meant 
that each salary range would be about 20% in 
size. 


A salary range would look like this, using 
round numbers. 


Step 1 Step.2 StED «3 Step 4 Step 5 
$8 63 3 59,069 $9520 $10,000 510,500 
+ 5% + 5% 4d % + 5% 


+ 20% 
(Approximately) 
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(Many organizations, including a large 
proportion of Ontario municipalities, do 
not use salary ranges; they use only a 
single rate for each position. This can 

be a disadvantage because single rates have 
been known to bend to pressure from the 
employees themselves when they want 
increases. Single-rate systems for office 
staff seldom are accompanied by a formal 
policy, and thus there is no effective 
device to control salary costs. The case 
municipality used a single-rate system, and 
this was one of their problems.) 


Cr Progression From One Level To The Next 


The next thing that was considered was how 
the pay structure should allow for an employee 
to progress from one level to the next; for 
example, be promoted from Office Clerk to 
Roads Clerk. It was felt by the municipality 
that, where an employee is promoted and asked 
to take on additional responsibilities, there 
should certainly be a higher rate of pay 
available to recognize this. Once again, it 
was necessary to take a look at what the 
practice was among other employers where 
promotion was concerned. Tt’was” found that, 
generally speaking, other employers agreed 
that when an employee is promoted, which is 
guite a significant event, it should be to a 
salary range which is significantly and 
recognizably higher. In most’ cases, this 
turned out to be about ten percent. This 
would allow not only for an increase on 
promotion, but also for future merit 
increases. Thus, the municipality decided 
that there should be a 10% difference 

between level 2 and level 3. 


D. Salary Range Steps 


One final matter that -the-munieipaiity 
considered was the actual steps in the 
salary ranges. It was decided that, in 
order to allow for smooth progression from 
one level to another, the salary ranges had 
to be compatible with one another -- they 
actually “Nad fro "mesh) together "in “fact: 
the steps should be the same. This would 
méan “that, on“ eRanging From One” levelsto 
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another, salary treatment could continue 
smoothly rather than be subject to different 
types of treatment at different levels. 


All of the above factors combined to ensure 
that the pay structure was consistent. It 
would allow for equal pay treatment in equal 
Situatzons, = Lle-wouldsbelfair to all 
employees in terms of the type, frequency 
and size of salary increases. It would be 
able to accommodate a system for the regular 
and equitable administration of the pay of 
the municipality's office staff. 


5. Calculating Ee Bay Stcucture 


Having made all the decisions that are 
described in the preceding section, all that 
remained to be done was to calculate the 
actual salary range for each level. One of 
the first decisions that was made was the 
decisionetoyretaingS 778332 sasathethiring 
rate and to build the pay structure from 
there. Another decision that was made, was 
that there would be a 5% difference between 
steps in the pay ranges. Thus, using some 
simple arithmetic and rounding the figures 
off to the nearest $5 for the sake of 
convenience, the salary range for level l 
looked like this. 
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Level 1 -.Galany gsange 


Minimum 
Step l Step 2 


(Hiring Rate) | (After 1 year) 


| Maximum 
| 


Step 3 
(After 2 years) 


Step 4 
(After 3 years) 


Seer 
(After 4 years) 


The procedure for building the salary 
ranges for levels 2 and 3 was a little 
different. There was no "hiring rate" from 
which to begin. But one of the decisions 
that had been made, as described in the 
preceding section, was that there should be 
a 10% difference between one level and the 
next. It had also been decided that, the 
same steps should be used in the salary 
ranges wherever possible. (It is common 
practicePp a inesatakytadministrationycto 
calculate the difference between salary 
ranges at the maximum rates and this is 
what was done in the case municipality. 
Calculations were then made backwards from 
the maximum to obtain the first four steps. 
The same result can be obtained by adding 
the 10% difference to the minimum.) 


Thus, the salary ranges for levels 2 and 3 
looked like this: 


Level 2 = Salany Range 


Minimum 
Step l Step 2 


Maximum 


10,000 10,500 


Level 3 - Salary Range 


Minimum Maximum 


10,000 £O,7500 ue wee 


Zo 


Analysis of these salary ranges will show 
that all of the principles that were 
discussed and decided upon are satisfied 

by these ranges. For example, the ranges 
aresfudlyacompatibdevinothatrsteps 3,.4 & 5 
of level 1 are the same as steps 1, 2 & 3 
of level 23 \steps 3,°4°& 5 of level 2 are 
the same as l, 2 & 3 of level 3. 


IMPLEMENTATION OF THE NEW PAY STRUCTURE 


The chart on the following page shows how 
the pay rates of all the existing employees 
fit into the new pay structure. The first 
thinglyoulwiblenetacelisstuae7 with the 
exception of Atkins and Jarvis,who were 

paid at the hiring rate from which the whole 
structure was designed, none of the existing 
pay rates fell exactly on any of the new 
steps. But this was not seen as a serious 
problem; it was not essential (in fact it 
was highly unlikely) that the new structure 
would fit exactly. Where a salary did not 
coincide with a step, it could be moved 

to a step at the time of the next individual 
increase. For example, at the time of her 
next increase, Chris McKenzie could be 

given an increase to Step 3. Edith Roberts 
could be moved to Step 4 or Step 5 (she is 
already above Step 3) depending upon her 
performance. 


One of the criteria that the new pay 
structure was supposed to meet was that the 
Salary ranges had to be big enough to 

include all existing rates Of pay. AS you 
can see from the chart that follows, this 
simply did not) happen. .Srown, So cantord, 
Williamson, Barnes and Buckley all came out 
being paid more than the maximum for their 
respective salary ranges. But this was 
because of poor practices in the past. The 
municipality decided that this was not a 

good enough reason to justify enlarging the 
salary ranges just to include five people who, 
as it turned out, were really being overpaid. 
At the same time, the municipality did not 
feel that it would be fair to cut these 
salaries just to bring them back in line with 
the pay ranges. 


Resolution of this particular problem was 
left to the economy. The rates assigned to 
the steps of the salary ranges are not, of 
course, permanent. They must move up along 
with the rates paid by other employers and 
with the economy in general. As this 
happens, the five employees who are paid 
above the maximum rates will not receive 
increases until they are within the salary 
range. Then they would be paid at the 
maximum rates, and be eligible to receive 
future increases as the rates move up. 
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COSTING THE NEW STRUCTURE 


Whatever benefits a new, rational pay 
structure might bring for the administra- 
tion o£ “a municipality,” sooner on Later, tre 
cost of the new system must be taken into 
consideration, because there will be a cost. 
A* proposal totceuncil, as with all proposals, 
must contain an®indication of “the cost. And 
there must be some form of measuring stick 
by which to determine whether the cost is 
WOrth Lt. 


The costing process used by the case 
municipality “was notvervEticultes lt was 
decided to put the new system into effect 
on January lst, which is the same date that 
the municipality gives a general increase 
to everybody (to keep up with inflation, 
union rates and rates paid by other 
employers). Individual salaries were also 
changed on that date, and the following 
things took place. 


1. The size of the general increase 
did not matter, because everyone 
would receive it whether or not 
the new pay structure was 
introduced? 


2. Atkins and Jarvis: stayedrat 
Step 1 of Level l. There was 
noraadvrroOnal Cost. to tie 
municipality < 


3. Fisher and McKenzie would move 
to otep 2 of Level 2.” Thas was 
an additionar’annual ‘cost *to tie 
Muni pa lity ot SGdon 5: 


4. Hogan and MacAulay would move 
fo Step 3,.0f Level 3. This was 
an additionalvannual cost ‘to the 
municipality et ) 296 700" 


5. - Taylor world movermto Stem o> of 
Level 2. This was an- additional 
annuel cost -te*Fthe- munveroa Fhty 
O LMS 26°25 SUP, 


6. Brown, Stanford and Williamson 
would move to Step 5 of Level 2. 
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This was an annual savings to 
tne muni cCipality’ Of Si7c7 504 
(The rates of pay of these three 
people were not reduced. They 
simply received less of a 
general increase. For example, 
with a general increase of 7% 
the new Step 5 for Level 2 was 
Slas235va2 Brown andiStanford 
each received an increase of 
$577.50, -whichnbrought their 
Salaries towSili,/235.s2elf ; they 
had received the full 7%, their 
increases would have been $746.00 
each.) . 


7. Roberts moved to Step 4 of 
Level 3. This was an additional 
annual. cost=to the municipality 
@EFS422523004 


8. Barnes and Buckley would move to 
Step 5 of Level 3. This was an 
annual savings to the municipal- 
PEVIOSUS 22850 l. 


When the above costs and savings were put 
together, the net cost to the municipality 
of implementing the new structure was only 
$36 29255) pAddedstosthisscesttsofscourse, 
would be the cost of individual increases 
given on employees' anniversary dates 
during the year. And the cost of these is 
only the amount actually spent during the 
year. For example, a $500. increase 
awarded on July lst results in an additional 
cost lfonsthat yvearnofsondy eS250400. When 
provision for these individual, or "merit", 
increases were made, the total cost still 
onlyecamesto S25866n- LBhismisecertainly not 
bad on) @,botaddannvalepayroelieoGc5 128,649. 
when you consider what it has purchased; a 
systematic, rational system of paying 
employees, thereby helping to control costs. 
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KEEPING THE SYSTEM UP-TO-DATE 


Lteisinotyvenough’ simpiy to introduce, a new 
pay structure and then forget about it -- 
Ltemust Demtkept \mpmtordate. li a terse. 
keptaup Comgcdatey ei tawon't beyveryeions 
before the structure begins to break down 
and you will find yourself back in the 
same kind of situation that the pay 
structure was developed to correct. Keeping 
the structure up to date should not be a 
problem because it is orderly, rational and 
easy to administer. In fact, keeping this 
type of structure current will likely be 
easier than trying to cope with whatever 
system existed previously. 


The most important thing to do is to keep 
informed about what is happening with rates 
of pay elsewhere in the organization and in 
OLNereOorganLZaeionswesSlt 2s° mecessary “to 
review the pay structure at least once a 
year to make sure that rates are in line 
with the union, with other municipalities 
and with other local employers. You must 
be sure that the rates paid by your 
municipality are competitive and fair 
relative to the rates paid by others. 


The levels your jobs are assigned to should 
also be examined periodically. Sometimes 
jobs do change significantly because of 
addition or deletion of duties ona 

gradual basis or even suddenly, perhanvs 
because of a change in legislation. In 

any event, there will likely be situations, 
sometime in the future, when you will have 
to-changea job°firom one=Level.to another 
because of those changes. 


The important thing to remember is that 
the pay structure should reflect the 
Situation. asigitlexists sin Wvoum muniei paler. 
As the situation changes, so must the pay 
structure. ££ vow do) noe een your sce, 
structure upsto cdateton alregubar tods is; 
sooner or later it will deteriorate to the 
point where you will have to start from 
scratch all eoveréagadin. 


Our next bubbetin Ersthtowtwo-but tera 
series will describe how to administer-sthe 
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pay structure. In it, we will discuss such 
matters as differentiating between "general" 
and "merit" increases, what to do on 
promotion, what happens when an employee 
reaches the maximum rate for the level, and 
several other topics that will help to 
realize full benefit from a pay structure. 
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Appendix A 
ARE YOUR EMPLOYEES PAID FAIRLY? 


Normally, when any employer examines its 
own salary practices, one of the things it 
does is compare with other employers to 
Find out Now. their rates of pay compare: 

In the municipality that has been described 
in this bulletin, the. concern was: first and 
foremost to get the internal salary relation- 
ships in order. External comparisons with 
other employers were just not possible at 
the time. Consequently, the township 
decided to delay external comparisons for 

a short period of time. The intention was, 
however, to make external comparisons a 
part of each subsequent review of the 
salary structure. This section describes 
the: process that,1s involved an, thisyvery 
important area. 


Pay is a subject that is dear to everyone's 
heart. And experience has shown that most 
employees will not. become unhappy with their 
pay as. Jlong.as it is\ in. dine. withetne pax; 
of the other employees in the organization. 
This: wild, continue, to hold true, evengmt the 
rates paid by another employer are slightly 
higher... But st stops being! trucsas, soenvas 
the rates paid by other employers become a 
great deal higher: When this happens, the 
morale of the, staff will begin. tordnop and 
some stalivuwilly resign togaccepu. peutcr— 
paying jobs elsewhere. 


Most employers, including municipalities, 
have no desire to exploit their employees 
by paying them wages and salaries that 

are Coon low ~aelna tack wile Opposite as 
true -- they want to pay reasonable rates. 
Employers tend to notice when unfairness 
occurs among rates of pay within their own 
Organization. This may be because an 
employee complains or it may be noticed 
when rates of pay are reviewed. But these 
same employers do not seem to notice when 
their rates fall behind what is being paid 
by,.others,ih the community-~_atThisris fpnob= 
ably because there is a procedure of some 
kind for dealing with pay internally, but 
not..for checkingiwhat jobs are.worth vin 
the outside market. 
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Once you have decided that you would like 
to find out about the rates that are paid 
by other employers, there are several 
things you will have to do and several 
decisions you will have to make. First, 
you will have to decide which organizations 
you want to get in touch with in order to 
obtain information about rates of pay. 
These normally fall into two categories. 


The first category is other municipalities. 
This is natural because they are involved 

in the same business as you and understand 
the circumstances and problems that you 
face. They also are likely to have jobs 
that are very similar to the ones that you 
have. A handy reference tool to use in 
selecting other municipalities to contact 

is >the Municipal Directory. From this you 
Canesel@ot enunicspal iti esuithateare, similar 
to you in type (i.e., towns, townships, 
villagesy;oetc. >nin spopulatwonisirze,.in 

area and in geographic location. You should 
not select municipalities that are too far 
distant, because the economy of that area 
May be fotakiry cdrifcrenesrimomtyouns:,. and 
this would likely be reflected in rates of 
pay. You should select a relatively small 
number (say under 10) of other municipalities 
to contact because if iyouijselect ctoo many, 
there is a danger that the process will be- 
come too complicated. The general rule is 
select only a few, but select very carefully. 


The second category is other local and area 
employers -- employers that use the same 
sources as you do to hire new employees and 
that hire the same type of employees that 
you do. Always make sure that you include 
the major employer in the municipality, 
because it likely has the greatest single 
affect on rates of pay. Use employers that 
have working conditions that are similar to 
those in your office. This would include 
schools, banks and insurance offices, just 
to mention a few. But do not include 
organizations that have completely different 
operations to yours. For example, you would 
notwrvirkely Sind jobst similar tomyours in a 
unbersmi lei mp alto tactory: Kal though 
the o@fice Tobsi*there: might be’ alle right to 
use). Keep in mind that this category is 
the more important of the two -- it 
represents the local situation far more 
accurately than other municipalities. 
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One thing you will find when you start to 
gather pay information is that the exercise 
is not a one-way street. You must be 
prepared to tell other employers what your 
rates of pay are if you expect them to give 
Similar information to you. Pay surveys 
(and that is what. you are doing here) do 
not consist simply of gathering information 
-- they consist of exchanging information. 
So be prepared; have all of your own pay 
information in front of you before you 
start to contact other employers. 


Lteissatdthus Spolnpethatetheivetue of the 

job descriptions you have already prepared 
Will begin to become evident. Whether you 
gather “your nhormatlvonsintwriting, in 

person or via telephone, you will find that 
other employers will not provide or exchange 
information on the basis of a job title 
alone. They will want additional information 
about the duties and responsibilities of the 
job. They will want to be sure that they are 
giving and receiving information about the 
same job. This benefits you as well because, 
if you obtained information on the basis of 
an improper match of jobs with the other 
employers, you could end up overpaying or 
underpaying your own employees. So keep your 
job descriptions handy when you start your 
survey. 


The information that you obtain will be used 
to develop your own pay structure so great 
care should be exercised to make sure that 

it is accurate. Some of the questions to 

ask are: Does the job have a salary range? 
If so, what are the minimum and maximum? 

Does the range have steps? If so, what are 
the steps? What is the present rate of pay 
of the employee? What types of increases 

do you give to your employees? On what basis 
and how often are they granted? The answers 
to these questions will help you not only to 
establish rates of pay, but to establish the 
other characteristics of the pay structure, 
such as salary ranges. Remember that the 
object of the exercise is to keep your pay 
rates in line with those of other employers 
and, in order to do this, you must know what 
all the pay practices of those other employers 
are. Because of the importance of this phase 
of -the,exercise, do:notube satrardisto ask. sor 
conf pumataorn io scar isfisc acttiromenigay rate 0" 
have obtained appears too high or too low or 
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if other information seems to be unusual. 


One area to which you should pay extra close 
attention is that of an employer's hiring 
rate for new, junior employees who have 
little or no experience. In many cases, 
especially very small municipalities, this 
may be the only point that you will have 
where a comparison can be made with other 
employers. In many cases, the hiring rate 
will be the focal point around which the 
entire pay structure will be built. The 
hiring rate must be fair to the community, 
to other employers, to any union employees 
you may have and, most of all, to the people 
WoOmarecesanpiving for jobs, . The importance 
of the hiring rate cannot be overemphasized, 
and you should treat it with careful 
attention. 


There are two other sources of information 
tact you should notyoveriook. ~The first is 
your own union employees (if you have any). 
Yourcertainty don't want tordo any thang 
with the salaries of your office employees 
that wild, cause a conrlictluwitn cunron rates’. 
The second is a survey that is provided 

on an Ongoing basis by the Association of 
Municipalities of Ontarios@ Actually, there 
are four surveys: Administrative Staff, 
Clerical Staff, Outside Workers and Full- 
Time ‘Firefighters. . (Cleriwalistattf; of 
course, is the one that should be used for 
office staff.) If you do not have these 
surveys, you may find out how to obtain 
thenbyewriting to the Association.at 
Suite.90.2 e100 Universi ty ifivenme «1 oronto, 
Ontario Mods LG. 
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($0.50) : 
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Purchasing in Small 
Municipalities ($0.50) 


Recruiting = i. Planning the 
Process 


Recruieing :- 11). The Right 
Person for the Job ($0.50) 


Recruiting - III. Advertising 
(30550) 


Recruiting - IV. The Interview 
($0.50) 


The Interpretation Act ($0.50) 


The Statutory Powers 
ProcecuresAce, 929 /L 4207 50) 


Highlights of The Line 
Fences Act, 1979 ($0.50) 


Information Gathering Services 
and Techniques ($0.50) 


Word Processing ($0.50) 


Job Descriptions: Make Them 
Simple and Useful ($0.50) 


The Provincial Legislative 
Process ($1.00) 


Municipal Real Estate -- 
Inventory ($1.00) 


Designing a Pay Plan for 
Office Gtatt “in Small 
Municipalities ($1.00) 


Copies of all the bulletins in this series are available prepaid, from: 


Publications Centre 


880 Bay Street, 5th Floor 


Toronto, Ontario 
M7A 1N8 


(Please make cheques payable to the Treasurer of Ontario) 
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Financial Procedures Bulletins 


A series of Financial Procedures Bulletins is being issued by the 
Municipal Budgets and Accounts Branch. Copies are available at 
$1.00 each from the Publications Centre. Titles now available 
are: : 

F.1 Cash Management in Municipalities 

F.2 Bank Reconciliation Procedures for Municipalities 

F.3 Municipal Investments 


F.4 Zero-Base Budgeting 


F.5 Reserves, Reserve Funds, Allowances 
and Other Special Funds, uly 1979, 30 pp; 


Prices subject to change without notice. 


For additional information on this subject, get in touch 


CF 


with any of the field officers of the Local Government 
Division. They are located at these addresses. 


BRANTFORD 


172 Dalhousie St. 
Brantford, Ontario 
N3T 277 

(519) 756-0360 


GUELPH 


30 Edinburgh Road N. 
Guelph, Ontario 

N1H 7d1L 

(519) 836-2531 


LONDON 


495 Richmond St. 
London, Ontario 
N6A 5A9 

(519) 438-7255 


NORTH BAY 


347 Sherbrooke Street 
North Bay, Ontario 
P1B 2Cl 

(705) 476-4300 


ORILLIA 


15B Matchedash St. N. 
Orillia, Ontario 

L3V 4T4 

(705) 325-6144 


OSHAWA 


1A SIMCOE Ste hss 
POy BOX taeLo 
Oshawa, Ontario 
L1H 7V5 

(416) 571-1515 


* OTTAWA 


244 Rideau St. 
Ottawa, Ontario 
KIN 5Y3 

(613) 566-3711 


SUDBURY 


1349 LaSalle Blvd. 


Sudbury, Ontario 
P3A 122 
(705) 566-0901 


THUNDER BAY 


435 James St. § 
P.O. Box 5000 


Thunder Bay, Ontario 


B/C. oGo 
(807) 475-1621 


